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Make call and put 
contracts available for 
trading on the exchange, 
announcing the contract 
specifications including 
the Underlying and the 
First and Second 
Reference Times 



I 

Allow trading of contracts 
(until the last permitted 
trading day), matching 
trades and clearing the 
traded contracts at the 

clearinghouse which then 
margins positions 



Figure 1 



At or around the First 
Reference Time, 
determine the level of the 
underlying. 
Publish this level. 



I 

At or around the Second 
Reference Time, 

determine the level of the 
underlying. 
Publish this level. 



I 

Settle any contracts 
remaining open at the end 

of the last permitted 
trading day by reference 
to the absolute or relative 
change in the underlying, 
(according to the contract 
specifications) as 
determined at the two 
Reference Times 
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The discount 
factor: D 



The implied volatility of 
the underlying between 
the First Reference Time 
and the Second Reference 
Time: o* 



The time interval in 
years between the 
First and Second 

Reference Times: t 




Input into formula which calculates the price of the call and put-type 
option contracts prior to and until the First Reference Time. 




v. 



C (the theoretical price of the 

call-type option contract prior to and 
until the First Reference Time) is output. 

Which equals: 



v, 



P (the theoretical price of the 

put-type option contract prior to and until 
the First Reference time). 



Figure 3 a 
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The price of the 
underlying futures 
contract or the 
corresponding 
yield of the 
underlying interest 
rate futures 
contract: F 



The implied 
volatility of the 
underlying until 

the Second 
Reference Time: 

Ob 




The time in 
years left 
until the 
Second 
Reference 
Time: 0 





The discount 
factor: D 






Input into formula which calculates the price of the call-type option 

contract after the First Reference Time. 




v. 



+ 



C (the theoretical price of the 

call-type option contract after the First 
Reference Time) is output. 



Figure 3b 
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The price of the 
underlying futures 
contract or the 
corresponding 
yield of the 
underlying interest 
rate futures 
contract: F 



The theoretical 

price of the 
call-type option 
contract after the 
First Reference 
Time: F c + 



The strike 
price: K 



The discount 
factor: D 




Input into formula which calculates the price of the put-type option 

contract after the First Reference Time. 




v, 



+ 



P (the theoretical price of the 
put-type option contract after the First 
Reference Time) is output. 



Figure 3 c 



